
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



THE COMMERCIAL POLICY OF EUROPE. 

BY WORTHING't'ON CHAtWCEY FORD. 

The commercial policy of Europe may be looked at 
from so many points of view that I must begin my 
study by imposing certain limitations. In place of 
taking any particular country and defining its commer- 
cial position in relation to its neighbors; in place of 
seeking to la}' down any general principle of control or 
regulation common to all the nations of Europe ; in- 
stead of undertaking to picture trade in statistics, 
giving masses of figures of quantity or quality ; which 
may be interpreted in more ways than one ; I have 
sought to find some one feature which would in history 
explain the trend or development of European com- 
mercial relations, and in this development explain the 
largest number of leading features of the existing 
situation. 

The commercial treaty which was negotiated in i860 
between Cobden, on the part of Great Britain, and 
Chevalier, on the part of France, introduced a new 
practice in dealing with the foreign trade of France. 
The leading principles established by that treaty were 
the prevention of differential treatment of subjects, 
shipping, or goods of the contracting powers, by means 
of the most-favored-nation clause, and the fixture of 
tariffs by means of tables of duties, to remain in force 
for a term of years. It will be of little avail to go over 
the old difference of opinion as to the effect of the treaty 
on the foreign trade of the contracting countries, a dif- 
ference that can hardly be reconciled or even measured, 
because of the intervention of that most disturbing of 
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all social factors — war. The Cobden treat}', imposed 
upon France by the will of an adventurer and of an 
autocrat, under persuasion of a very able economist and 
statesman, marks a convenient starting point for this 
paper. After i860 a number of commercial treaties 
were negotiated among the European nations, and, recog- 
nizing the principles established by the Cobden treaty, 
they pointed to a more liberal system of international 
trade than had hitherto prevailed. 1 

The Franco-Prussian war and the consequent large 
indemnity demanded from France laid upon that 
country a heavy financial burden. The patriotism of 
the people in responding to the appeal of the govern- 
ment accomplished much by freely lending their savings 
to the government. In 1870 the holders of rentes 
registered in France were 1,254,000; in 1876, six years 
later they numbered 4,404,763. But the French people 
were also obliged to submit to additional taxation, 
and along with new excises, customs duties were the 
readiest taxes at hand. Thiers denounced the com- 
mercial treaty with England, framed a new and much 
higher tariff, and went so far as to propose duties upon 
raw materials of foreign origin, even when no similar 
material was raised or produced in France. 

A new power rose on the woes of France. The 
accomplished Empire of Germany, now first conscious 
of its strength in war, and possessed of a ready treasure 
in the French indemnity, turned to arrange its domestic 

1 The conclusion of the Cobden treaty with England was followed 
by a series of treaties on the part of France and other nations. The 
French treaties were : — 

With Belgium, 1 May, 1861 ; Zollverein, 2 August, 1862 ; Italy, 17 
January, 1S63 ; Switzerland, 30 June, 1864 ; Sweden and Norway, 14 
February, 1865 ; Hanseatic cities, 4 March, 1865 ; Spain, 18 June, 
1865 ; Portugal, 11 July, 1866 ; and Austria, 11 December, 1866. 
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concerns so as to adapt them to the novel conditions. 
This was no light task. The union of states was not 
complete, and differences as to policy early developed. 
France was known to be humbled, but not crushed, an 
enemy in all probability to be fought again, and at no 
distant day. In its exuberance of new birth the empire 
saw visions of a future splendid development, and 
money flowed in quantities into channels where a profit 
was promised. Speculation supervened, and after specu- 
lation the usual collapse. The crisis was not confined 
to Germany. The United States has cause to remember 
the crash of 1873, short as our memory has become for 
past events. Great Britain too gave examples of bank- 
ing rottenness and misplaced confidence in foreign 
investments that foretokened a financial panic, and 
experienced the full force of the storm. But in Ger- 
many and in x\ustria the conditions were aggravated 
by the greatly inflated operations. The creation of 
banks, credit companies, discount companies, advance 
associations, and other institutions of credit had been 
carried in 1871 and 1872 to a "prodigious extent" 
all over Germany, Austria and even Italy ; and the 
capitals had become hotbeds of speculative ventures. 
Vienna was the weakest, and gave the first signs 
of collapse in 1872, when the Bank act was suspended 
— a curious proceeding in a country where the cur- 
rency was already irredeemable, but taken because of 
the desire on the part of the government to allay ex- 
citement by removing the limit to issues. From 
Vienna the disturbance spread to the German money 
markets, and even Russia suffered through a too liberal 
offering of credit by the banks and credit companies 
established in 1871 and 1872. France alone passed 
through no credit shock, for economy was forced upon 
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her by the milliards due to Germany, and speculation 
had found no place in her markets. 

Thus we find a condition of exhaustion in the finan- 
cial world, and from 1873 to 1879 a general depression 
of great and trying severity prevailed. In increasing 
her taxes France could at least plead supreme necessity, 
for only by extraordinary sacrifices, immediate and 
future (the effect of which are felt to this day), could 
she regain possession of her territory and government. 
As these taxes increased the cost of domestic production, 
Thiers claimed that he could raise duties on imports 
without violating the terms of the treaties. This in- 
creased cost, he urged, was equivalent to an excise 
duty, and the treaty with England expressly stipulated 
(Art. 9) that if either of the contracting powers thought 
necessary to establish an excise duty on any article of 
native production or manufacture, an equal duty might 
be levied on the similar foreign manufacture. In prac- 
tice the attempt would have been difficult, because of 
the binding force of existing treaties, and especially 
difficult in face of the treaty with England, about to 
expire in February, 1873. 

" Cotton from India would of course be liable to the 
duty if imported direct when the treaty with England 
shall have expired ; but as Switzerland and Italy by 
their treaties with France obtained the right of intro- 
ducing cotton into France, nothing could prevent it from 
taking that route through either of those countries. . . . 
Silk from China and Japan, with which countries no 
treaties of commerce exist, is another article on which 
he anticipates an immediate revenue. But the Swiss 
treaty again forms an impediment, and one article of 
that convention dispenses from the certificate of origin 
a whole series of articles, among which are silk, cotton, 
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ssoaanon. 



and other yarns, so that the raw material being ex- 
cluded from France, would find its way in under the 
form of thrown silk, and not only escape the duty but 

prejudice an important branch of manufacture 

There is no treaty with the United States, and Ameri- 
can cotton might be taxed immediately ; but for the 
next eight months Knglish yarns and tissues, on the raw 
material of which no duty had been paid, would con- 
tinue to enter on the same conditions, and in reality 
with a premium equal to the amount of the duty. A 
tax may be imposed on wool from the countries of South 
America ; but manufacturers would continue to be able to 
make their purchases, duty free, from Holland and Spain 
until 1875, and from Austria-Hungary until 1876. The 
same with oleaginous substances : 22,000 tons of ground 
nuts are imported from English colonies, and 26,000 
tons from Africa ; a duty will be imposed on the latter, 
while for the present the former will enter free ; the im- 
portations from Africa would consequently cease, and 
the duty would produce nothing. Ital)' and Switzer- 
land import vegetable oils at a nominal duty, and have 
special tariffs for candles, soap, and stearine ; the French 
manufacturers would have to manufacture the same 
with raw material that had paid tribute to the customs. 
Timber from Canada and Russia could be taxed, but the 
only result would be that merchants would import it 
from Sweden and Norway instead of from those coun- 
tries." ' 

The most-favored-nation clause in treaties of com- 
merce had thus early become an object of suspicion and 
dislike in France, but more for the reason that it 
hindered the government from obtaining a larger 
revenue from customs than for any supposed decrease of 

1 Economist, 6 July, 1872. 
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trade or pressure of foreign competition. It was no 
time to make new experiments, and treaties with Eng- 
land and Belgium were contracted, upon much the same 
lines as the older treaties, denounced in 1872 ; and these 
treaties were to remain in force till 1877. A general 
enquiry addressed in 1875 to the chambers of commerce 
by the Minister of Commerce called out a decided 
opinion in favor of a renewal of the system of treaties, 
without any material increase in the conventional or 
treaty tariff rates. 

Other states, urged by their financial necessities and 
steadily decreasing trade incident to the long period of 
depression (1873— 1879) began to revise their tariffs and 
always in the direction of higher duties. Spain had 
passed a new law in July, 1877. Italy adopted a general 
tariff in May, 1878, and Austria-Hungary in June of the 
same year. Each of these revisals touched the com- 
mercial interests of Germany, and the next stage in the 
course of events was the tariff of Germany, generally 
known as the law of 15 July, 1879. 

Eike other countries of Europe the tendency of old 
Germany — the Zollverein — after i860 had been towards 
low duties and a liberal trade policy. The creation of 
the empire brought a necessity for larger revenues, for 
the method of making requisitions upon the members of 
the new empire involved political as well as fiscal 
dangers, and an opportunity for industrial development 
such as could hardly have been presented by isolated 
kingdoms and principalities. In seeking to foster the 
industries of Germany by a protective tariff Bismarck 
admitted a change of heart, but in such a combination 
of strength, subtility and weakness as his character em- 
bodied, inconsistencies were only to be expected. Plead- 
ing the failure of the so-called free-trade policy of 1865, 
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Bismarck defended his tariff as a return to a policy 
avowedly protective, under which he believed the Zoll- 
verein had enjoyed a prosperous career of nearly half a 
century. Urging a political necessity of abolishing all 
imperial direct taxation, he claimed the expediency as 
well as right to impose new indirect taxes. Wishing to 
have a free hand in directing the course of the new 
empire, he rejected the idea of close connections or 
alliances, political or commercial, with the neighboring 
Powers. To Austria alone did he offer to enter into a 
closer commercial connection, one that coidd not but 
lead to closer political union. But Austria refused to 
consider the proposals, to her lasting injury, as her 
statesmen admitted some twenty years after. 

If revenue was one of the objects of Bismarck's 
policy, protection to native industries was another. In 
defending his change of heart, which had among other 
results driven from the ministry the able Delbriick, so 
long the economic guide of the chancellor, he was 
moderate in his claims. His proposed tariff did not seek 
to obtain revenue by heavy duties on a few articles, but 
by many light duties on many commodities, thus escap- 
ing the danger of imposing unduly heavy taxation on 
any one region of the Empire ; or of giving too large a 
protection to a few favored industries. The depression 
of German manufactures, and the avowed policy of other 
nations gave support to his position. Not only were 
complaints received from industries, like the iron and 
steel, of foreign competition, but agricultural interests 
made themselves heard in like manner, demanding 
remedial legislation against foreign imports. 

In May, 1879, the tariff bill was laid before the Reichs- 
tag, accompanied by a voluminous report explaining its 
provisions. Commercial treaties, it recited, had not ac- 
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complished what had been expected of them, and other 
countries were less willing to recognize that true recip- 
rocity, on which alone such treaties could be defended. 
The rapid development of transportation, and of the ma- 
chinery of distribution had given rise to new and un- 
foreseen conditions ; while the protective policy of such 
countries as the United States was opposed to the com- 
merce and industry of Germany, and could be met suc- 
cessfully only by similar measures. The tendency was 
everywhere, except in England, towards commercial re- 
striction. Russia, beginning on January 1, 1877, de- 
manded gold in payment of customs duties, a demand 
that raised all duties by the difference between the price 
of gold and the price of paper. The action of Austria- 
Hungary and Italy was cited, and much was made of 
the fact that France considered the advisability of 
following their example. 

In framing this tariff Bismarck distinguished between 
revenue and protective duties, and further divided the 
protective duties into such as were industrial and such 
as were agrarian. In subsequent years these distinc- 
tions became more marked, as political parties arose con- 
nected with one or the other, urging their particular 
claims, often in disregard of the interests of others, or in 
defiance of claims better founded on economic condi- 
tions and policy. Without the grain duties the tariff 
would scarcely have come into existence. The indus- 
trial protectionists knew that a tariff such as they wished 
would never pass the Reichstag unless the votes of the 
agricultural representatives were obtained in its favor. 
The tariff of 1879, by uniting the agrarian and indus- 
trial duties, first made possible a parliamentary com- 
promise between the large landed interest and the large 
employers of labor. It was an alliance that explains so 
10 
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much of Germany's commercial history since 1879, and 
one that has come well to the front to-day, demanding 
its full share of attention at the hands of the govern- 
ment. 

His objections to commercial treaties were expressed 
iti curt phrase : " The chances of a large export trade 
are in these clays exceedingly precarious. There are 
now no more great countries to discover. The globe is 
circumnavigated, and we can no longer find any large 
purchasing nations. Commercial treaties, it is true, are 
under certain circumstances favourable to foreign trade ; 
but whenever a treaty is concluded, it is a question 
Qui trompe-t-on id — who is taken in? As a rule one of 
the parties is, but only after a number of years is it 
known which one." 

Whatever concessions in existing treaties should 
prove to be inconvenient might be corrected through a 
manipulation of railway freights, a power recently 
given by the state purchase of the railway system 
of Germany ; but no new treaties were to be entered 
into that should materially modify the tariff rates of 
duty or interfere with the future development of pro- 
tection to home interests. Bismarck deliberately 
isolated Germany commercially. Austria-Hungary 
could not but feel that the new policy was hostile to her 
interests, and again framed new duties which widened 
her separation from Germany. 

The reports of the German chambers of commerce 
for 1880 were filled with complaints of the effects of 
the new tariff. These complaints were particularly 
bitter in West Prussia, the province most intimately 
connected with Russia. Insterburg, on the frontier, 
asserted that the immediate effect of the tariff was to 
pauperize the population by destroying the trade across 
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the border. Memel complained that the duties on grain 
had ruined the transit business on the Baltic, and that 
Russia founded a new port in her own dominions, L,ibati, 
from which she traded in grain with Scandinavia and 
Holland, without touching at German ports. Tilsit and 
Konigsberg both dwelt on the ruin of the frontier trade 
by the new duties. As a whole eighty-five chambers re- 
ported and a very large majority were for condemning 
the new tariff as hostile to trade. 

Bismarck's reply was an order that the report of no 
chamber should be published in the future until some 
months after it had been submitted to the government. 
One chamber, on violating this order, was promptly dis- 
solved. He did not hesitate to declare that his new con- 
viction was not to be altered. Speaking in 1881 he 
said : " Without being a passionate protectionist, I am, 
as a financier, however, a passionate imposer of duties, 
from a conviction that the taxes, the duties levied at 
the frontier, are almost exclusively borne by the 
foreigner, especially for manufactured articles, and that 
they have always an advantageous retrospective pro- 
tectionist action. With regard to the development of 
our tariff, I am firmly resolved to resist every modifica- 
tion in the other direction, and to assist, with all the 
means in my power, as far as my influence extends, in 
the direction of a greater support to a higher revenue 
raised from frontier duties." 

The possibilities involved in a tariff for negotiation, 
one not seriously intended for actual enforcement, but 
designed for producing an influence on other nations 
for diplomatic purposes, were early recognized. And 
when, in 1876, France entered seriously upon the task 
of tariff revision, the labor of preparing the draxight of 
a bill was imposed upon the Superior Council of Com- 
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merce. In explaining its methods for fixing the duties 
recommended in the draught, the sub-committee as- 
serted its wish that lower rates could have been given, 
lower even than those in existing treaties. " But we 
had to remember that a few mouths hence our negotia- 
tors will be wrestling with foreign negotiators, each 
party striving to obtain for their own country the most 
favorable terms. Therefore the duties were augmented 
in order to enable the purchase of concession by con- 
cession. Further, the duties were changed from ad 
valorem to specific, a change imitated by other nations 
on a general scale. 

Could not the government by negotiating agreements 
with other countries undermine the elaborate structure 
devised by the legislature, and thus neutralize the very 
purpose of the duties by granting too much of a reduc- 
tion in rates ? The danger was foreseen, and an amend- 
ment was proposed that the new tariff should form a 
minimum tariff, below which the treaty rates should 
not go. M. Tirard, then Minister of Commerce, de- 
manded the instant rejection of the amendment, and 
Gambetta, then President of the Chamber, remarked 
that it w r as nothing less than a denial of the right of 
government to negotiate. To vote high rates for the 
purpose of negotiating, and then determine those rates 
as the minimum, was on its face an absurdity, and no 
convention based upon mutual concessions of duties 
could have been obtained. The agrarians, defeated 
on the general question, gained one point of great 
moment. The more important agricultural duties, 
those on grain and meats, were not to be reduced by 
treaty or convention, and thus remained subject to re- 
vision by the legislature whenever it should be deemed 
expedient. 
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The new tariff, promulgated May 8, 1881, constituted 
the basis for negotiating new treaties of commerce, and 
such treaties were formed as follows : with Belgium, 
October 31, 1881 ; Italy, November 3, 1881 ; Portugal, 
December 19, 1881 ; Norway and Sweden, December, 30, 
1881 ; Spain, February 6, 1882 ; Switzerland, February 
23, 1882 ; Servia, January 18, 1883. Unwilling to 
come into a definite agreement with Great Britain, and 
unable to impose the rates of the general tariff on im- 
ports from Great Britain without inflicting great injury 
on French industries, a most-favored-natiou treaty was 
framed. With Austria-Hungary and the Netherlands 
similar contracts were made, with special provisions ap- 
plying to certain articles of trade or shipping. 

Only one country remained — Germany. The treaty 
of Frankfort, May 10, 1871, contained an article, (Art. 
11) stating that the two contracting governments should 
take as the basis of their commercial relations the most- 
favored-nation treatment, with this exception : that 
under this rule were to be included only such favors as 
were granted to Great Britain, Belgium, the Nether- 
lands, Switzerland, Austria and Russia. Should the 
treaties with all these powers be abrogated, France 
would have control over her commercial relations with 
Germany ; but not otherwise, unless some manner of 
evading the article of the Frankfort treaty was devised. 

While thus retaining the practice of commercial 
treaties, the French tariff law of 1881 contained a strong 
leaning towards favoring the agricultural interests of 
France. The years 1875 to 1880 had not been favorable 
to the farmers of France, any more than they had been 
to the rest of Europe, and heavy importations of grain 
and meats had been made. To quiet the fears and 
clamors of the agricultural population, the largest and 
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strongest politically, duties upon farm products were in- 
creased, but not sufficiently to effect the end proposed. 
Other measures were invoked, and hygienic reasons 
were found against imports of foreign food. Hence the 
movement against American pork and other hog pro- 
ducts, and an agitation for increased duties upon im- 
ported grain, meats and live animals. Again did other 
countries follow the same policy. 

The committee of the German agriculturalists con- 
gress addressed a petition to the imperial chancellor 
asking that the import of dead meat and all preserved 
meats from the United States he immediately stopped 
altogether, as dangerous to the public health, 1 and the 
land owners of south Germany petitioned for higher 
railroad freights on farm produce in anticipation of the 
opening of the St. Gothard tunnel. 

A trial of moderate protection only whetted the appe- 
tite, and good reasons were urged from many sides why 
the policy should be extended. International feeling 
had not, as yet, been excited, save in the natural in- 
stance of France and Germany, where the jealousy was 
largely confined to France. Doubtless the conditions 
under which commercial relations subsisted between the 
two states were unduly favorable to Germany. That 
country had a general tariff only slightly modified, and 
for a very few articles, by treaty. France, on the other 
hand, had a general tariff extensively modified by a 
number of treaties, which in return for concessions made 
by the states with whom they were signed stipulated 
for lower duties than the general tariff imposed. Yet 
by the treaty of Frankfort, and under the most-favored- 
nation clause in that treaty, France was obliged to 
extend to Germany every concession her negotiations 

1 Economist, April 22, 1882. 
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had obtained from European governments. While 
giving nothing, Germany obtained much. The absence 
of a German conventional tariff was a real grievance of 
France, and the question was raised whether it would 
not be well to secure a new and more equal commercial 
understanding with Germany. Official opinion on the 
subject was out-spoken to the point of indiscretion : 
"The treaty of Frankfort concluded between France 
and Germany at the close of a dreadful war weighs in a 
very heavy and oppressive manner on our commerce and 
industry. It cannot be denied that this treaty, which 
put the seal on our military defeat, placed us at the 
same time in a situation full of difficulties, not to say in 
one of ruinous inferiority. The consequences of the 
treaty of Frankfort have been melancholy for France, 
and the Germans have perhaps done us more harm by 
their trade laws than they did by the invasion of their 
armies. But the treaty of Frankfort in itself is neutral. 
It is worked against our interest by the help of an eco- 
nomical method which we are at liberty to employ in 
our turn. The Chambers must decide on that question. 
The treaty of Frankfort compromises the existence of 
all our commercial contracts, and it seems time for this 
treaty to cease to be looked upon as perpetual ." ' 

The initiative was taken by Germany, and upon a 
plan of general tariff revision. Attempts made in April, 
1882, and in February, 1883, to modify the tariff of 1879 
were unsuccessful, but in 1884 the agricultural classes 
of Germany began to demand the imposition of higher 
duties upon grain. The existing rate was one mark 
per 100 kilog. and the imports had not been excessive. 
But the effects of the trying six years after 1873 were 

1 From Spuller's Report on the situation of the working classes in 
France, 1884, (Chamber of Deputies, No. 2695). 
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still felt, and the very abundance of the aid received in 
the times of need from the United States gave point to 
the complaints of the land owners, especially those in 
eastern Germany, of their inability to stand up against 
such competition. How little ground existed for the 
complaints, indeed how much ground there was to prove 
the imports were essential, is seen from the returns of 
imports and exports of the four leading cereals, 1880- 
1890, (tons — 1000 kilog). 

IMPORTS. 

Wheat Rye Barley 

1880 227,553 689,563 222,271 

1881 361,949 575,454 247,828 

1882 687,241 658,280 372,648 

18S3 641,910 777,046 321,567 

1884 754,5 12 961,560 440,080 



Average 5 years 534,633 732,380 320,879 



1885 *572,423 *769,7oi *43 8 ,°36 

1886 273,280 565,265 353,896 

1887 " x '547,255 ^638,544 *5",526 

1888 339,767 652,811 444,78i 

1889 516,887 1,059,731 651,422 



Average 5 years 449,922 737,210 479,932 

* Years of tariff legislation. 

While imports remained about the same or increased 
in quantity, the exports experienced a marked change. 

EXPORTS. (Tons = 1000 kilog. ) 

Wheat Rye Barley 

1880 178,170 26,587 154,409 

1881 53,388 11,564 119,318 

1882 62,502 15,755 79,743 

1883 80,758 12,134 82,824 

1884 36,193 6,286 37,265 

1885 14,080 4,021 24,706 

1886 8,294 3,198 58,080 

1887 2,840 3,138 20,748 

1888 1,112 2,262 23,245 

1889 758 608 22,113 
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Whatever increase of domestic production of grain 
occurred in this period was required for home consump- 
tion, and Germany ceased to be an exporter of grain in 
any appreciable quantities. In spite of this growing 
dependence upon foreign supplies the government 
favored the demand for higher duties, and a bill, sub- 
mitted in January, 1885, became a law on May 28, 
raising the duties on wheat and rye from 1 mark to 3 
marks ; on barley, from y 2 mark to 1^ marks ; and on 
oats, from 1 to x}4 marks. The agrarians had won the 
day. 

But it was not without some danger to the state, for the 
action aroused a spirit of retaliation. Before the bill had 
become a law the movement began. In March, 1885, 
France voted to increase her duties on grain and cattle 
imported from other countries ; and Austria voted to 
authorize the government to raise the import duties on 
wheat, flour and bread, to the rates proposed by Ger- 
many. If Germany, said the Hungarian Minister of 
Commerce, had not proposed to raise her corn duties, 
nobody in Austria-Hungary would have thought of 
raising the corn duties there, Hungary being a corn- 
exporting country. Austria-Hungary, concluded the 
Minister, will certainly not cling to her new tariff in 
the event of Germany's refraining from augmenting her 
customs duties. 

The new German duties also led to agitation in 
Sweden, chiefly in apprehension of the result of the 
contemplated charges on foreign timber, which it was 
feared would be diastrous to an important Swedish and 
Norwegian trade. Retaliating motions were introduced 
into both chambers at Stockholm in favor of an import 
duty on foreign corn. The agricultural dutiqs in Ger- 
many, and those to be imposed on timber, also caused 
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dissatisfaction in Russia. This subject of a revision of 
the tariff came before the Council of the Empire, and 
retaliation against Germany and Austria were the 
motives to decide its adoption, with a general tendency 
in favor of protection. 

Russia alone possessed power to produce serious ef- 
fect upon German exports, and Russia was more directly 
concerned in the grain duties of Germany than any 
other power save Austria-Hungary. Germany was 
the best market for Russian grain, and Russia was the 
best and most promising market for German manufac- 
tures, especially of iron and steel. The threat of re- 
prisal on the part of Russia for the duties of 1885 passed 
unheeded at the time, but in 1887 when German agra- 
rians demanded further protection it was realized. The 
government raised the duties on iron and steel manu- 
factures to an almost prohibitive point, and pledged itself 
to make no reduction before 1898. The gage thus 
thrown was promptly accepted by Germany, who again 
in 1887 pushed up the duties on imported grain. Those 
on wheat and rye were raised from 3 to 5 marks ; that 
on oats from 1.50 to 4 marks, and that on barley from 
1.50 to 2.25 marks, (law of December 23, 1887). We 
naturally look for some counter-action on the part of 
Russia, and are not surprised to find the situation is be- 
coming strained, and in more directions than that of 
commerce. 

"There is no denying that Russia is intent upon shut- 
ting out the whole world commercially, and upon destroy- 
ing the German element in its western provinces. One 
ukase follows the other, and scarcely is one additional im- 
post duty enforced when another is proposed, for the most 
part duties that must offend Germany more than any 
other state. On the other hand, the German govern- 
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ment are not acting very differently. They continually 
expel Russian subjects, and raise one customs duty after 
another, especially those connected with agriculture, 
whereby Russia, above all, suffers. The last measure 
which Russia has aimed against Germany is the decree 
of the 25th May, by which landed property is protected 
by the laws of Russia only if the proprietor be a Russian. 
Foreigners may neither purchase nor inherit Russian 
laud, and the heirs of proprietors are left the choice of 
selling their land in three years time, or becoming 
naturalized Russians. It is this decree, which is unique 
in modern legislation, that has caused the order to be 
given in accordance with which the German government 
press is warning German capitalists against investing in 
Russian securities. But we may suppose that if this 
were the only cause the order would have been given a 
month ago. We may therefore surely believe that the 
political attitude of Russia during the last two weeks 
has something to do with it. The Kolnische Zeitung 
says that just as Russia is now depreciating German 
landed property in Russia, so may she some day intro- 
duce a high tax on coupons, and thus destroy German 
capital. Some official papers even assert that if there 
were a war between Germany and Russia the latter 
might seize the opportunity, and declare herself bank- 
rupt, and thus pocket two milliards of German money, 
for that is the sum invested by German capitalists in 
Russian securities. This bankruptcy would even appear 
in the light of a patriotic action, because it would 
weaken the enemy. The official papers, moreover, call 
attention to the fact that England and Holland have 
got rid of as much of their Russian stocks as possible, 
whilst France never consented to take them up, because 
to deal commercially is to make ' friendship suffer '. 
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The warning of the German government press is cer- 
tainly well founded, but it must be remembered that the 
German government was the first to recommend Russian 
securities to the German public. With a view to show- 
ing Russia its friendly feelings and neighborly good 
will, the Royal Prussian Seehandlung took an active 
part in introducing the Russian loans to Germany. The 
irritation of the German government has not failed to 
produce an impression upon Russia." ' 

While the attitude of Germany and Russia contained 
promise of future trouble, more immediate difficulties 
in maintaining commercial peace was experienced else- 
where. The general tendency to denounce the most- 
favored-nation clause in commercial treaties, and to ac- 
centuate the provisions of national tariffs was producing 
its effect. France and Italy after fruitless negotiations 
were engaged in conducting a tariff war, illuminative 
of the effect of increasing tension on trade questions 
among European nations. The differences began by 
the rejection by the French Senate of a treaty of navi- 
gation. On the plea of revenue, Italy passed a tariff 
law which increased many duties, and especially those 
on textiles and metal goods. It was afterwards asserted 
that these duties were never intended to be permanent, 
but were designed to serve as means of negotiation rather 
than of actual execution. The government found itself 
too deeply pledged to retreat, and so the high duties be- 
came operative. While Austria and other powers acqui- 
esced in the new tariff, France refused to accept the situa- 
tion, and insisted upon a return to the terms of the treaty 
of 1 88 1, but in a manner which the Italian legislature 

1 Economist, July 9, 1887. I have treated more fully of this ques- 
tion in "The Economy of Russia," to be published in the Political 
Science Quarterly, for March, 1902. 
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could not admit. The French government framed a 
bill which was intended to impose prohibitive duties 
upon imports from Italy, and both bodies of the legisla- 
ture increased, the rates so as to make them still more 
oppressive. Silk and cattle the two leading articles in 
the trade were taxed almost to exclusion. 

The treaties of commerce into which France had so 
freely entered gave rise to a tariff other than the gen- 
eral tariff, a conventional tariff, in which the duties were 
lower than those of the general tariff. The protection- 
ists of France, and with them must be counted the agra- 
rian party, had become restive under these arrangements 
which had yielded substantial reductions upon many 
rates which they regarded as essential to the industrial 
and agricultural welfare of France. 

" The evident interest of France." M. Meline, already 
the leader of the high tariff party, said, in the cam- 
paign of 1889, " is to remain the mistress of her tariffs. 
.... There should be several tariffs, so that the sup- 
pression of the treaties may not be considered as a decla- 
ration of war by nations with which France had long- 
standing commercial relations. To them France will 
accord a tariff of favor as low as possible, reserving the 
highest tariff — a defensive one — for countries which re- 
fuse to France the most-favored-nation treatment." 

The design of this plea was to favor the regulation 
of customs tariff by legislative enactments rather than 
by treaty ; and to accomplish this, the Assembly must 
frame two tariffs : one, general, or a maximum tariff, to 
be applied to such countries as would not make conces- 
sions by treaty ; and the other, a conventional, or mini- 
mum tariff, the benefits of which could only be obtained 
by treaty, that is, by similar reductions in duties or con- 
cessions of commercial privileges. The usual question- 
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naire on trade policy was sent by the government to 
the commercial bodies of France, and the replies were 
overwhelmingly in favor of terminating the existing 
treaties, and a large majority were opposed to France 
entering into any fresh engagements, wishing- the nation 
to preserve entire liberty to modify the tariff duties as 
required. With these replies before it the Superior 
Council of Commerce could only make its recommenda- 
tions accordingly. The existing system of treaties was 
to be set aside, and a maximum (or general) and a mini- 
mum (or conventional) tariff were to be framed. Such 
treaties as should be contracted were to continue for 
about five years, and were all to terminate on the same 
date. Thus the minimum tariff would be subject to re- 
vision every five years, and the maximum would be open to 
revision at all times. A minor advantage urged was that 
such a plan would free France from the obligations of 
the Treaty of Frankfort, for the rates of the maximum 
or general tariff could be applied to Germany, should 
that step be judged prudent or proper in other respects. 
The perfected recommendations as they came from the 
government were full of promises. Agriculture, 
formerly neglected, was to be fully protected ; a perfect 
balance was to be maintained between agriculture and 
industry ; and labor was to be protected in work and 
wages. If the tariff of 1881 was silvern, the project of 
1891 was golden. Accordingly treaties containing tariffs 
were denounced early in 1891, and the act was not very 
favorably received by the other powers. The strain of 
tariff revision and treaty negotiations was becoming too 
apparent to be lightly invited or silently endured. 
Every time the matter was opened it meant higher 
duties, hostile propositions, and increasingly difficult 
adjustments. The attitude of the powers on the notifi- 
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cation of France was extremely suggestive, and even 
ominous. 

" On January 24, 1891, the Department of Foreign 
Affairs instructed the French Ministers at Brussels, 
Berne, Lisbon, Madrid, The Hague, and Stockholm, 
which had treaties of commerce, with a tariff, to notify 
the termination of those arrangements, and at the same 
time to propose to maintain the other commercial con- 
ventions relative to navigation, copyright, trade 
marks, etc. These overtures were a complete failure 
for only one of the six powers interested accepted the 
offer. Switzerland replied that all the conventions must 
stand or fall together ; Portugal, that her government 
was not disposed to extend beyond February 1, 1892, 
the treaties not referring to customs duties ; Spain de- 
clined to treat the two questions separately, and reserved 
her reply relative to the commercial conventions until 
the French Government had communicated the definite 
new customs tariff; the answer of Holland was a formal 
notice to terminate the navigation and copyright con- 
ventions ; Belgium did the same, and Sweden and Nor- 
way appeared alone to enter into the views of the French 
government." 1 

An interesting question on the powers of the govern- 
ment was here created. It was well stated in the Debats 
and may be thus summarized : " The system adopted or 
endured by the ministers deprives them almost com- 
pletely, if not in appearance, at least in reality, of one 
of the most essential attributes of the executive power, 
namely, that of negotiating and concluding treaties of 
commerce. They may indeed sign conventions, at 
least the bill says nothing to the contrary ; but under 
what conditions ? Their hands are bound by the 

1 Economist, February 6, 1892. 
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minimum tariff, which is a bar to any serious negotia- 
tions. The approval of the Parliament for treaties of 
commerce is reserved by the Constitution ; but, ac- 
cording to the preamble of the bill, which is, however, 
somewhat obscure on the point, the benefits of the 
minimum tariff are never to be accorded by decree, and 
the consent of the Parliament will always be necessary. 
The government will not require the permission of the 
Chambers to increase the tariff, even to prohibition,, 
but it is forbidden to make the reduction of a centime. 
That the determined majority, ultra-protectionists, mis- 
trustful, and hostile to treaties of commerce, could invent 
such minute precautions against the government might 
be understood. But what is inexplicable, strange, novel 
and irregular, is the attitude of a government which 
voluntarily and spontaneously asks the Chambers to 
limit its constitutional liberty of action and fetter its 
hands." 

A necessity arose for defining the meaning and pur- 
pose of a minimum. The constitutional aspect could be 
evaded, as indeed it was. The first article of the bill 
contained no expressed restriction of the powers of the 
Government, but the preamble or commentary which 
accompanied the measure explicitly declared that the 
fundamental principle on which the economy of the 
minimum tariff was based, was that it formed a limit 
" below which it will not be permitted in future to 
descend." M. Ribot, the Minister of Foreign Affairs, 
could not recognize this doctrine to the full. Had he 
done so, he must have admitted that the Government 
was shorn of its prerogatives, and imprisoned by limits 
thus determined by the legislature. But his opinion 
was of little moment for he said the Government would 
not destroy its own work by reducing, in treaties of com- 
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merce, the minimum tariff it had itself proposed. This 
concession, for such it was, received support from 
Meline, who further urged that by making any reduc- 
tion in the minimum the Government would be disre- 
garding its parliamentary duty, and might be charged 
with over riding the manifest intention of Parliament. 
The veiled threat embodied in this support was easily 
felt. It was equivalent to saying that when the Govern- 
ment came before the Chamber to ask for a ratification 
of the concessions in the minimum it might make, it 
would feel the resentment of that body. It was to curb 
an " arbitrary power " of the Government in tariff 
matters, that the minimum had been devised, and the 
curb was acting with success. For M. de Freyciuet, re- 
fusing to deny that he might not be obliged to ask the 
chamber to modify one or more articles of the minimum, 
practically admitted that no change could be made in 
the minimum without the consent of Parliament. The 
only difference between the executive and the protec- 
tionists was whether the assent should be obtained be- 
fore the negotiations or after the signing of the conven- 
tions. 

Such being the position of the minimum in its con- 
stitutional aspect, it remains to determine its force in 
commercial matters. In his report that has been 
admired and imitated even in the United States Con- 
gress, M. Meline suggests its militant features : " In 
order to give its full effect to our minimum tariff and to 
persuade other countries to ask for it, two things are 
necessary. First of all there must be a distinct differ- 
ence between the figures of the two tariffs, so that there 
may be a decided gain by taking the minimum tariff, and 
decided loss by having to submit to the general tariff. 
It is necessary again that the two tariffs should be 
n 
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applied specifically to the greatest number of these pro- 
ducts, since the more the number of these products is 
diminished the more the benefit is weakened which 
results from the distinction between the two tariffs." 

Should a nation not accept the duties thus fixed by 
the minimum the rates of the maximum would apply. 
But another contingency was foreseen. Suppose the 
other nation should not only refuse to accept the mini- 
mum thus menacingly offered it, but should make reprisals 
and legislate against French products, what powers had 
the government in the matter. I again quote the 
Meline report, as the clearest statement of the purposes 
of this tariff legislation and the best exposition and 
defense of extreme protection : " Article 4 of the bill, 
foreseeing the eventuality of a nation being tempted to 
apply to our products differential taxes, or the regime of 
prohibition, have given the French government the 
power to reply to such proceedings by employing the 
same means. Your commission has thought that it 
would be unwise and imprudent to attach to the govern- 
ment alone so great a responsibility as that of fixing 
tariffs of reprisal towards a particular nation in cases 
where this responsibility did not fall to it under the 
ordinary tariffs. Such a measure is, moreover, suf- 
ficiently serious to make it desirable that Parliament 
should be consulted before any steps are taken. Accord- 
ingly we have refused in principle to grant to the 
government alone the use of so dangerous a power. 
" It might, however, happen that Parliament should 
not be sitting at the very moment that it was necessary 
to act, in order to guard French interests. In such a 
case it is important that the government should not re- 
main unarmed, and your commission has been of opinion 
that it should be authorized to take these provisional 
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measures which may seem necessary to it ; we have 
added only this condition, that when the Chambers next 
meet these measures should be submitted to the ratifica- 
tion of Parliament." 

Of course it followed that the agricultural duties 
could not so much as be entered in the minimum tariff. 
The solicitude for the farmer, and the expediency of se- 
curing his support for the measure imposed this conduct. 
As cereals and cattle thus had only a single duty, and 
that in the general tariff, it also followed that they could 
not be made the subject of any treaty provision or re- 
duction. If the agricultural interest was neglected in 
1881, it was amply cared for in 1891. A duty of five 
francs on wheat had only recently been voted, and even 
Meline asserted that " no one would think of raising it ", 
an assertion curiously disproved a few years later, 
when the duty on wheat was raised. 

It will be recalled that in 1879 Germany stood aloof 
from her neighbors, not wishing to enter into any com- 
mercial agreements with them. In 1891 this policy of 
exclusiveness was reversed. While France was slowly 
framing a tariff which was intended to be highly pro- 
tective to home industries, prohibitive on foreign im- 
ports and sacrificing colonial interests to the mother 
country, the countries of central Europe quietly entered 
into a combination of commercial treaties. The Powers 
concerned were Germany, Austria-Hungary, Italy, Bel- 
gium, and Switzerland. The moving spirit was Ger- 
many, whose Chancellor, Caprivi, frankly admitted that 
a desire to strengthen the Triple Alliance was one of 
the main objects to be attained. That alliance was for 
the preservation of peace, " but when we conclude such 
an alliance of peace we cannot carry on a commercial 
war with our allies." This ended the commercial iso- 
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latiou of the German Empire which had been one of 
the cardinal principles of Bismarck's policy. Doubtless 
the experience of fourteen years had enforced the neces- 
sity of wider markets for German industries, and had 
demonstrated the ease with which the protected manu- 
facturers had combined and exacted prices which with 
freer outside competition they would never have been 
able to obtain. High profits had attracted new capital 
until the productive capacity of existing works and mills 
was beyond the consuming ability of the home markets ; 
and the duties on materials hindered or prevented an 
export trade. " Germany was restricted to her own 
markets, which became replete with over-production." ' 
It was now that France realized the advantage to be 
derived from the much abused treaty of Frankfort. The 
very clause of that treaty which the French had de- 
nounced and were quite ready to go to war to break, the 
clause mutually granting the most-favored-nation treat- 
ment to the contracting states, gave to France all the con- 
cessions obtained by Germany in her new commercial 
treaties save a few exceptions. It was this alone that pre- 
vented such a customs union of central Europe as would 
isolate France commercially. It was only when agree- 
ments were made with other countries like Italy, Spain 
or the United States, that French interests would suffer, 
for the most-favored-nation clause would not cover ad- 
vantages secured from them. We may also note a dis- 
tinct advance in the new German treaties towards a 
better commercial understanding with her neighbors. 
The freight rates on railroads were regulated by the 
treaties, and foreign goods were subject to the same 
treatment as domestic, thus doing away with the use 
made by Bismarck of the railroad rates for restricting or 

1 Caprivi. 
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prohibiting the carriage of imported products. For 
twelve years, the duration of the treaties, commerce 
would not be subject to sudden changes in duties or rail- 
way tariffs, and the merchant would enjoy a reasonable 
certainty in his forecasts of prices and profits. 

From another point of view the German treaties are 
worthy of study. The reductions in duties were not 
very large or many. Of three hundred items included, 
the duties 011 one hundred and ninety were not altered. 
But raw materials were freed from duties, and the 
country gained by the certainty of free coal, minerals, 
flax, wool, hair, skins, raw silk, and rags ; and hy re- 
duced duties on chemicals and machinery, so essential 
to manufacturers. Fven pig iron and steel rails were 
given lower duties, a recognition of a greater ability in 
the iron industry to meet foreign competition. Finally 
the articles wheat and rye could be made subjects of 
treaty reduction ; and a conventional rate of 3 marks 
50 pf. against a general rate of 5 marks, favored Austria- 
Hungary until 1894, when Russia obtained the same 
reduction upon her grain. Other agricultural products 
such as flour, wine, cattle and wood, the very articles 
which France refused to treat upon, were also open to 
concessions. It would appear that the German states- 
men had carefully studied the French commercial policy 
and deliberately rejected its essential features. This 
makes the German tariff of 1901 all the more remarkable. 

With these two policies before them, — France adopt- 
ing extreme protection and commercial isolation, and 
Germany entering upon a conciliatory plan, — the other 
countries were divided in their imitation. In 1891 
Switzerland, hitherto always free from strong protection- 
ist leanings, voted by a referendum the protectionist 
tariff accepted by the Federal Assembly. Spain adopted 
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a minimum tariff even higher than that of France and 
refused to make any concession. Portugal denounced 
all her treaties of commerce, and applied her general 
tariff to all countries. The offer by France of her 
minimum tariff in exchange for the most-favored-nation 
treatment, but with a stipulation that the concession 
should be revocable by the French government on 
twelve months notice, was not acceptable to Europe. 
The offers of Germany were more tempting, and from 
Russia alone did France receive any encouragement, an 
encouragement which was to carry its price. 

The tariff of 1891, and the reappearance of Germany 
among the Powers having commercial treaties, altered 
the economy of Europe so far as it could be modified by 
treaty. The Triple Alliance was now something more 
than a political combination ; it had behind it com- 
mercial and financial bonds and possibilities. France 
was isolated ; involved in tariff wars with Switzerland, 
Italy and Spain, in 1893, and bound to Russia by money 
as well as by sentimental ties. Russia, in pursuing a 
policy which involved radical protection to the indus- 
tries established on her territory by foreign capital, in- 
creased the rate of her tariffs until first the suspicions and 
then the hostility of Germany were aroused. A short 
tariff war, during which both countries lost heavily, 
ended in a better understanding than had existed since 
1882, and in a commercial treaty by which Russian 
grain was placed upon the same footing in German 
markets as the grain of Austria-Hungary. The treaty, 
published in February, 1894, to take effect March 20th, 
was opposed by the farmers of Germany, who main- 
tained that any concessions to Faissia must injure, even 
destroy, their interests. 

In 1895 the tariff war between France and Switzer- 
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land was brought to an end, but the condition elsewhere 
indicated the unrest which had settled upon Europe in 
these years of stagnating trade and general depression. 
Germany sharpened an instrument of retaliation against 
discriminating duties on the part of other powers. On 
May 18, 1895, a law was promulgated to the following 
effect : " Dutiable goods proceeding from states that 
treat German ships or products less favorably than those 
of other states may, in so far as existing treaties are not 
thereby violated, be burdened with a surtax ranging up 
to 100 per cent, of the tariff duty imposed on such goods. 
Goods free of duty in virtue of the tariff may, under the 
same conditions, be burdened with a duty not exceeding 
20 per cent, ad valorem.'''' 

This instrument was soon put to the test. In 1896 
Spain rejected a commercial treaty offered by Germany, 
and in consequence Germany raised by fifty per cent, 
the duties on goods imported from Spain. It was a 
significant act when England denounced her existing 
treaties with Germany and Belgium, because they 
obliged her to share with those countries any advantages 
in preferential tariffs her colonies might grant. 

The last step in this essay is the tariff now pending 
in Germany, which has been forced upon the country 
by the " agrarians ", the large land owners and their 
following. Industry has been pushed so far that over 
production in the great lines has become an insuperable 
difficulty against controlling with profit the domestic 
market. No combinations, syndicates or cartels, have 
succeeded in modifying this condition of increasing 
strain, and neither colonial nor foreign markets have 
taken the surplus product. The persistent agrarians 
had anticipated any action on tariff or commercial 
treaties by securing a report from an official committee 
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favoring higher duties upon grain. The warnings of 
1891 were forgotten, and the ministerial description of 
Germany's economy was passed over, though more true 
in 1900 than in 1890. " Germany is now a manufact- 
uring country of the first rank, with a rapidly increasing 
population, no longer able to produce all the raw 
material she requires, and having a large surplus of 
manufactures, for which she must find foreign markets." 
Having won a victory on a meat inspection bill, which 
virtually restricted within very narrow limits, if indeed 
it did not prohibit the importation of American corned 
beef, canned meats and sausages, the agrarians demanded 
a like prohibitive duty on grain. The existing rates 
upon wheat, rye and oats are to be largely increased to 
serve as minimum rates, or the lowest admissible in 
commercial treaties. The maximum rates are prohibi- 
tive, and there are no minimum rates on animals and 
meats. It is not strange that such a measure, even as a 
suggestion, should excite strong opposition at home and 
abroad, as it is a menace to industrial power and a 
threat to friendly relations with commercial neighbors. 
When the measure was informally accepted by Count 
von Billow, the true extent of the feeling became 
known. Russia, Austria-Hungary and Italy at once 
threatened retaliation, and the matter is now pending. 

What is significant for our purpose is the practical 
elimination of the most-favored-nation clause in com- 
mercial treaties. After i860 it seemed to be the very 
corner stone of trade agreements. In 1901 it exists 
only in a few remaining treaties, more as a relic of the 
past than as an active agency of the present. 

I have thus traced all too briefly the more important 
incidents connected with the recent experiences of cer- 
tain nations of Europe in tariffs and commercial treaties. 
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Is it possible to illustrate or explain the economy of 
these and other nations by the results of these experi- 
ences ? A trial at least may be made. 

Customs tariffs may be explained and defended upon 
fiscal or upon political grounds. They may be framed 
and imposed for revenue or for protection, or for a 
mixed reason, as revenue with incidental protection. 
These phases have been so thoroughly threshed out in 
our own politics that the distinctive qualities of each 
description need not detain us here. One fact is em- 
phasized in the European experience, the desire of each 
of the nations to protect against foreign competition its 
own producers and manufacturers, and especially its 
agricultural interests. Whether it is France, whose 
wheat fields have until recent years yielded suffi- 
cient for the consumption of its nearly stationary 
population ; Germany, who became an industrial 
nation before 1880, and with a population rapidly 
increasing from year to year began to depend upon 
other countries for its food supplies ; or Russia, 
distinctly an agricultural country, but forced by fre- 
quent recurrence of famine to harbor its own produce — 
in one and all, the question of food is a serious com- 
mercial problem. It has become all the more serious 
because of the great political power wielded by the 
' : agrarian party", the party of land owners and culti- 
vators who demand not only that the home market 
shall be reserved to them, but that the price of wheat 
in that market shall be satisfactory to them, no matter 
what it would be under perfectly unrestricted competi- 
tion, and without regard to the hostility aroused in 
other nations. The rise in the duty on wheat in twenty 
years in France, Germany, Italy, Austria and Spain, 
from a merely nominal rate to one that is a serious ob- 
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stacle to free movement in grain, is eloquent proof of 
the extent to which this policy has been carried. 

The result is a contradiction in terms. Agriculture 
is limited by the quantity and capability of the land 
open to cultivation, and the law of diminishing returns 
applies too rigidly to permit the realization of the inten- 
tions of the legislator who seeks to inject an artificial 
stimulus into the utilization of land. In 1875 the area 
of France under wheat was 6,946,981 hectares ; in 1898 
it was 6,963,711 hectares. The change in area was 
small, but by better methods of cultivation the yield in 
a good year was increased about one fifth. This im- 
provement can hardly be assigned to the effect of the 
duty, because the duty was intended to maintain prices, 
and prices have steadily fallen. Before the short crops 
of the last half of the period 1871— 1880 had raised 
the price of wheat, the import price was 25 francs the 
quintal. In the last half of the period 1891-1900 it 
was about 23 francs, but the prices were those of years 
of failure and heavy importations. In the first half of 
that decade 16 francs was considered a fair quotation. In 
Germany and Italy the tendency has been no different, 
but much wheat land has gone out of cultivation. 

An historical parallel may be drawn. The farmers 
of Italy under the Roman Empire were brought to ruin 
by the free largesses of grain in Rome. Even with 
slave labor they could not compete with the grain fields 
of Sicily, Egypt and northern Africa. As a result the 
inhabitants left the country regions, and flocked to the 
city, where they became a congested mass of pauperism, 
a menace to the state and an increasingly heavy burden 
to support and keep amused. As there were no indus- 
tries in Rome, this proletariate could not be employed 
productively, and only by removing them into the 
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provinces, by colonizing them, could the pressure be 
relieved. The low-priced or free grain from the 
provinces accounted for the depopulation of the rural 
parts of Italy. 

Is not this much the situation in Europe to day in 
spite of all the efforts of government to introduce a 
corrective? Low cost grain and meats from India, 
America and Australia, have made agriculture in Europe 
unprofitable in certain of its great lines of production. 
The farm is no longer a source of profit and the cities 
offer greater attractions. The encouragement of indus- 
tries gives employment to a part of this moving popula- 
tion, emigration is quite as important a factor. What 
Rome accomplished deliberately and by force, economic 
forces work quietly and peaceably at the present day, 
and upon a scale never possible among the ancients. 
The entire movement of the barbarians from the north 
on to the Empire sinks into insignificance by the side 
of ten years migration among the nations of Europe. 

In seeking to protect productive interests, other than 
agricultural there are rigid limits, natural limits as a 
rule, to the extent of development possible. For exam- 
ple, it would be hardly justifiable to conceive any nota- 
ble expansion of the iron production of France. In 
1880, the iron ore mined in that country was 2,874,263 
tons ; in 1898 it was 4,731,394 tons, an increase of over 
60 per cent. The German production of iron increased 
in the same period 120 per cent. No amount of stimu- 
lus seems able to raise Italian industry beyond a 
moderate degree of activity. The character of the 
country and the qualities of the people militate against 
development, and we find true pauperized peoples in the 
European family. They make a living, but anything 
beyond that is acquired at tremendous cost. That such 
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peoples should wish to enter into the industrial race, 
and seek to become industrially independent and even ag- 
gressive, is misplaced ambition, certain to react to their 
lasting injury. 

In place of differentiation of product we see each na- 
tion seeking to develop the very interests that will an- 
tagonize similar interests in their neighbors. And when 
the rivalry becomes conscious, the government is called 
upon to interfere and to grant bounties or subsidies to 
further the competition. L,ook at the situation of beet- 
root sugar in Europe to-day, and attempt to explain it 
upon any reasonable ground, fiscal or commercial. Each 
nation has sought to supply its own needs, and carrying 
the production too far, has been obliged to look for for- 
eign markets. Each nation seeks to obtain a revenue 
from the consumption at home, but cannot tax what is ex- 
ported, for that would destroy the export interest upon the 
continuance of which the industry depends for existence. 
Each nation has become so involved in a mass of fiscal 
and commercial regulation that no common understand- 
ing is possible, and it is hardly possible to comprehend 
the detail of the regulation and its effect upon, exporter 
and consumer. Many international conferences have 
been held upon this subject without result, and the al- 
most yearly change in rate of excise or system of draw- 
back prevents a proper understanding of the actual du- 
ties charged and bounties, open or concealed, on exports 
granted. 

The same desire to possess a home and export interest 
in the face of general foreign competition is shown in 
other lines. The duties on textiles have been framed 
to favor the domestic manufacture for export to foreign 
markets ; the absence of duties on raw materials has 
been imposed by this fact of competition. Germany 
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could not tax cotton and wool, if France and Great 
Britain admitted these articles free, and no system of 
drawbacks could compensate for such duties. The duties 
upon so general an article of use as mineral oil, or upon 
flour, to maintain a local refining or milling industry, 
are patent protection for a specific purpose. The gen- 
eral tendency to adopt shipping bounties is of the same 
nature as the beet-root sugar policy, and may lead to 
the same costly race for supremacy in national shipping 
and for competition in the international carriage of goods. 
This encouragement of home interests does not stop 
with home conditions, but soon outruns the needs of 
the domestic markets. Hence the necessity for obtaining 
national markets in other parts of the world, colonies, 
or selling in foreign open markets. In the latter case 
the competition of other countries is encountered ; in 
the former, colonial markets are usually closed markets, 
open on favorable terms to national ships and goods, 
but closed to the ships and products of others. What 
has been the basis of international agreements for the 
past twenty years, but the desire to obtain markets, ex- 
clusive markets ? France in Tonquin, Germany in the 
Pacific islands, the delimitation of Africa, and the threat- 
ened partition of China, one and all had for an aim an 
outlet for the produce of home manufactures. France 
applies her general tariff to her colonies and monopolizes 
their import trade. As a compensation she grants cer- 
tain favors to colonial goods in her home markets, with 
a result of becoming embroiled in a tariff war with 
Brazil. Wherever pressure can be exerted, in Turkey, 
China and until very recently in Japan, the tariffs are 
framed, not for the benefit of those nations in tutelage, 
but for Europe and the United States. Markets are 



154 American Economic Association. 

the general need, and enormous risks are run to secure 
them. 

For nearly a quarter of a century the three great 
powers of continental Europe have been busily engaged 
in erecting tariff walls to protect their trade, and the 
smaller powers have imitated them. From the stand- 
point of an outsider it would appear that this policy is 
based upon a wrong principle, which if carried much 
further must bring the elaborate structure of protective 
tariffs, hitherto tempered by commercial treaties to a 
crash. Entire self-sufficiency can be secured by no one 
of the powers, and no matter how far the colonial policy 
is pushed, there will always be a dependence upon 
foreign products and upon foreign markets. The in- 
wardness of the question was stated by Sir Robert 
Peel in 1842, when he argued that "it is of the 
highest importance to the welfare of all classes in this 
country that the main sources of your supply of corn 
should be derived from domestic agriculture. You are 
entitled to place such a price on foreign corn as is 
equivalent to the burden borne by the agricultur- 
alist. ... I certainly do consider that it is for the in- 
terest of all classes that we should pay a small addi- 
tional sum upon our own domestic produce, in order that 
we may thereby establish a security against those calami- 
ties that would ensue if we became altogether, or in a 
great part, dependent on foreign countries for our sup- 
ply." ' History has made strange comment upon this 
utterance, and yet there is a Peel today in every country 
whispering the hope of self-sufficiency, a hope that has 
never yet been satisfied, and with the increasing com- 
plexity of world relations becomes more and more im- 
possible. 

1 Quoted in Quarterly Review, vol. 189 :36s. 
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The mercantile system broke down of its own weight, 
and that system was based upon high tariffs, a net work 
of prohibitions, a widely applied system of bounties on 
production, and export, and navigation laws. The stage 
was reached when diplomatic relations were controlled 
by commercial rather than political reasons, if, indeed, 
we may separate the two. That fiction of the balance 
of power, useful to the strong and grasping, but ruinous 
to the weak, was a convenient excuse for maintaining 
an artificial distribution of authority of governments. 
It could not produce even a working distribution of in- 
dustrial and commercial power or privilege, any more 
than did that logical but monstrous conception of a 
" continental system " which Napoleon raised to the 
forefront of his military operations. The ingenuity of 
the mercantilists and the might of Napoleon were swept 
away by the mightier and more ingenious development 
of commerce and manufactures which would not endure 
such attempts to restrict their growth, or to direct their 
channels. It seems to me that the world is marching 
into the repetition of the errors of a restrictive policy, 
and in this course the United States is among the chief 
sinners. For it no longer has the excuses which were 
urged when production was on a comparatively small 
scale, the machinery of commerce imperfectly organized, 
and the world not parceled out to such a degree as to 
leave no large territory subject to acquisition and free 
colonization. It raises food more than sufficient for its 
population, its sources of raw materials in coal, iron, 
copper and cotton are greater than those of any manu- 
facturing nation, its command of high qualities of labor 
is more varied than elsewhere, its machinery for trans- 
portation is highly organized, and improved year by 
year, and its manufactures are favored in every possible 
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way. It is surely shortsighted policy to continue un- 
necessary protection and seeking to monopolize all 
branches of production by excluding foreign products. 
No general tariff law has been framed in our Congress 
without a reference to some special country or descrip- 
tion of product. It was England, or the pauper labor 
of Europe, or Canada, or the cheap products of Asia, 
any excuse however flimsy served the purpose. It 
will be Cuba and the Philippines. And now the 
historian reviews these arguments of the past with 
wonder that they could ever seriously have been 
urged, much less believed. The gongs of a Chinese 
army are not more deafening than these war cries, or 
more useless in the end. The blatant boasts of superi- 
ority are yet to be measured by the severe tests of de- 
pression. 

We have heard much of a combination among Euro- 
pean nations against the commercial interests of the 
United States, and officialdom has shown periodic 
tremors over the possibilities involved in such a com- 
bination. But if our sketch of tariff legislation and 
treaty practice shows clearly any one fact, it is the utter 
impossibility of such a customs or commercial union. 
It may have been possible in i860 ; it had become im- 
probable in 1872 ; and with each succeeding decade the 
improbability became the greater, until it has now 
reached the stage of the impossible. There are too 
many oppositions to be overcome, too many com- 
peting interests to be harmonized, too many po- 
litical considerations to be altered, to allow a general 
concensus of opinion and action. Is it possible to 
picture an agreement upon wheat, sugar or shipping 
bounties ? With the growth of tariff and bounties, 
interests have grown into a power that would prevent 
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concessions and mutual sacrifices, even in the face of a 
" common enemy". The nearest realization of a 
European Zollverein was after the French tariff of 1891, 
when the commercial connections of Germany would 
have isolated France had it not been for the saving 
clause in the treaty of Frankfort, the most-favored- 
nation clause. 

Where mischief may be done is in the isolated action 
of each nation of Europe against the trade of the United 
States. The damage to our interests may be all the 
greater because of the conscious imitation of regulation 
by more than one power. To conciliate opposition by 
wise concession is the part of true statesmanship ; to 
offer a better use of our undeniably great resources is 
the true economic policy of the United States, and this 
betterment cannot be obtained by wilfully closing the 
best markets to our products. The tariff should not be 
an implement of offence, of commercial war, but one of 
revenue and commercial peace. It is never more 
dangerous than when raised to a fetich and held to be 
the cause of economic advancement. 
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